DATE: November 10, 2015

TO: Christopher Whelan, Town Manager
FROM: Anthony T. Logalbo, Finance Director
SUBIJECT: Setting the FY16 Tax Rate

A review of the policy decisions to be made by the Board of Selectmen

The Public Hearing to set the property tax rate will occur on November 16th. We have submitted
all required supporting information to the Department of Revenue/Bureau of Local Assessment
{DOR/BLA).

The TAX RATE ANALYSIS Report and Recommendations to the Selectmen from the Board of
Assessors has been distributed electronically to the Select Board and has also been posted to the
Town’s website at http://concordma.gov/pages/ConcordMA assessor/FISCALYEAR2016. This
memorandum is submitted in conjunction with that report as a review of the decisions that will need
to be made by the Board of Selectmen at the conclusion of the Public Hearing. The Board of
Assessors is recommending a Uniform Tax Rate of $13.92 (1.392% of assessed value).

Concord has used a uniform tax rate since FY98. Based on a town-wide assessed valuation of
$5.84 Billion and a tax levy of $81,319,099 needed to fund the appropriations made by the April 2015
Annual Town Meeting, the FY16 uniform tax rate is $13.92, a decrease of 2.6% from the current
year’'s $14.29 rate. The decrease in the tax rate reflects a 7.9% increase in the town’s taxable
assessed value and a 5.1% increase in the tax levy

About one-third of the tax levy increase of $3,977,353 is derived from “New Growth”, essentially
the taxes levied on new construction between July 1, 2014 and June 30, 2015. Exclusive of New
Growth (an assessed valuation of 589,853,350), taxable assessed valuation has increased by about
6.3% and the tax levy is up 3.5%. This is fess than the 4.45% projection made at the conclusion of the
Annual Town Meeting.

Assessed value Tax Levy
FY15 $5,412,298,562 $ 77,341,746
FY1ig
Base S 5,752,035,945 {plus 6.28%) $ 80,035,095 (plus 3.48%)
New growth 89,853,350 (1.66% of prior base) 1,284,004
§ 5,841,889,295 (plus 7.94%)] $ 81,319,099 (plus 5.14%)

The Levy Limit calculation (page 13, 2.5% of prior limit plus the tax levy on New Growth) results
in a $3,172,492 increase in the Levy Limit. The total tax fevy increase of $3,977,353 includes $366,239
for the increased cost of debt service voted to be excluded from the Levy Limit (specifically, the
increase this year is attributable to the financing of the new Concord-Carlisle High School). The net
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increase in the levy, $3,611,114, is greater than the calculated increase in the Levy Limit, resulting in
a decrease of $438,622 in the Unused Levy Limit (as shown in the table on page 12).

Decisions to be made by the Select Board, with the advice of the Board of Assessors:

1. Residential Factor

Setting the residential factor determines whether each class of property shall be taxed at a
uniform tax rate or whether taxes shall be shifted among classes so that the resulting levy is
weighted differently than the share of assessed valuation represented by each class. The classes of
property are:

Residential {“R");

Open Space (“0");
Commercial (“C");
Industrial {“I"); and
Personal Property {"P").

Setting the residential factor at a value of “1” results in a single uniform tax rate for all classes.
Setting this value at anything other than 1 resultsina differential tax rate between the “R/0” group
and the “C/I/P" group.

2. Open Space Discount

The Assessors no longer classify any parcels in this class. Accordingly, the Board of Assessors has
for many years recommended that the Selectmen NOT adopt an Open Space Discount. We are aware
of only one community (Bedford) that is presently using this provision. The statutory requirement
for a parcel to be assessed in this class is the determination of the Board of Assessors that a parcel
“contribute significantly to the benefit and enjoyment of the public”. It has been the conclusion of
past Assessor Boards that most parcels which could conceivably meet this standard have already
been discounted for taxable assessment purposes under the various “Chapter” designations of
recreational (“Chapter 61”) and Agricultural/Horticultural (“Chapter 61A and 61B") and/or under
Conservation Restriction.

The provision allows a uniform discount of up to 25% on any parcels so classified. Between FY82
and FY37, there were a small number of properties classified in this class, with a discount of 15%
applied. It was observed over time that this favorable tax treatment did not prevent open space
property from being developed; a parcel removed from the class by reason of sale did not incur any
payback or rollback penalty. Ultimately, in FY98 the Board of Assessors recommended and the Board
of Selectmen decided to cease use of this discount provision.

Most recently, the Board of Assessors prepared and submitted an “Open Space Study” report
dated November 16, 2009, which is available for public review on the town website.

3. Residential Exemption

The characteristics of this provision have been fully detailed in a report dated October 13, 2005
transmitted from the Board of Assessors on November 3, 2005, as supplemented and updated in the
Finance Department’s report dated October 20, 2008. No material factual considerations have
changed since the most recent update and the conclusions of the earlier examinations that the use of
this provision would not be in the best interests of the Town of Concord are still deemed by the
Board of Assessors to be valid. Both reports are available for public review on the town website. In
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summary, this mechanism provides for the redistribution of the tax levy among residential property
owners, solely within the Residential Class {CLASS 1}. It involves the following steps:

e subtraction of a standard dollar amount (a percentage of the average Class 1 value} from
every qualifying owner-occupied residential parcel;

o anew tally of the assessable Class 1 taxabie value, and then a recalculation of the Class 1
tax rate that will result in the same tax levy from the Class as would have been obtained
originally.

This has the net result of shifting taxes within Class 1 — from parcels that are below the average
- assessed value of the Class to parceis that are above the average assessed value of the Class. It also,
however, results in substantially higher taxes on apartment and multi-family parcels that are not
owner occupied, on multi-family parcels, on vacant land parcels in the Class and on any other
residential property which is not owner-occupied {including, in certain instances, properties that are
owned by a Trust). The Mass. Department of Revenue has further ruled that communities adopting
the Residential Exemption procedure MUST have appropriate procedures in place to verify the
owner-occupant status of each Class 1 property as of each January 1 assessment date.

The selected percentage to calculate the standard qualifying assessed value reduction can be set
from O to 20%, but selecting 20% does not mean that everyone gets a 20% tax reduction. This is
because the tax rate for the class must be raised in order that the Class 1 total tax levy remains
unchanged.

Thirteen (13} communities in the Commonwealth used this provision as of FY15. No community
has newly adopted this provision since 2006. Those who have adopted the Residential Exemption
procedure tend 1o be communities of dense residential development with a small proportion of high-
end residential parcels or communities with 3 significant number of secand-home non-resident
taxpayers {Barnstable, Boston, Brookline, Cambridge, Chelsea, Everett, Malden, Nantucket,
Somerset, Somerville, Tishury, Waltham, and Watertown). All on this list also are at or close to the
maximum allowable shift to the Commercial/Industrial/Personal Property classes.

4. Small Commercial Exemption

This provision works in much the same way as the residential exemption, providing for a
discounting of the taxable assessed value for all eligible parcels, based on a selected percentage of
the average Commercial Class value. The Board of Assessors has in the past concluded that thisis a
blunt instrument as likely to cause harm to some as it is to result in good to others ~and in a
somewhat haphazard rather than targeted fashion. Ten communities used this provision in FY15.

Action requested at conclusion of Public Hearing

Following the Public Hearing on November 16", it is requested that the Board consider
immediately voting on the four measures described above, in order that tax rate documents can be
submitted promptly for Massachusetts Department of Revenue (DOR) approval. Permission to issue
third quarter tax bills by January 1, 2016 is granted by the DOR only upon review of a completed Tax
Rate Recapitulation and supporting documentation. The DOR adheres to a strict queue based on the
date completed paperwork is filed by each municipality. Therefore, it is in cur best interest to
proceed as expeditiously as possible.




Supplementary information

UNUSED LEVY LIMIT

The portion of the FY16 Levy Limit that is not being levied, calculated at §3,203,743, is referred 1o
as the UNUSED LEVY LIMIT and is incorporated into fiscal planning for the next budget year {FY17)
and beyond. The Unused Levy Limit is down from the prior year amount of $3,642,365. The Unused
Levy Limit measures of how much further the tax levy could increase without requiring an operating
override ballot. The FY16 Unused Levy amount represents 4.07% of the Limit.

PROPERTY TAX AND SUMMARY BUDGET DATA

The property tax levy supports 84.4% of the total General Fund budget of $96,322,217.
The total budget is an increase of 6.97% from the prior year. This includes a $600,000 appropriation
from Free Cash for the purchase of six Concord Public School buses and a $1.45 million increase in
Concord’s share of the debt service for the bonds issued to finance construction n of the new
Concord-Carlisle High School bands {most of which, for FY16, is being offset by a $1 miflion increase
in the allocation voted from the High School Debt Stabilization Fund).

ATTACHMENTS:
Pages 5-6 FY16 adopted budget with FY13-15 comparison
Page 7 FY16 General Fund budget, pie chart
Page 8 FY16 General Fund Budget, Education Share derivation
Page 9-11 General Fund Resource Detail, FY16 estimate showing

Revisions since April 2015 and F¥Y13-15 actual,
Page 12-13 Levy Limit history, FY06-16

Page 14 Levy Limit calculation, FY14-16

Pages 15-17  Property tax data, average & median single family tax bills, FY07-16
Page 18 Chart of taxable assessed value, FY1991 - 2016

Page 19 FY1980-2015 Table: tax rates, assessed value, Levy Limit and levies
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General Fund
FY16 Adopted BUDGET
Operating budgets of town and schools
Total Budget: $96,322,217 (+6.97%)

V.

Property tax
Income 84.4%

Al other
lecal revenu

3.9%
State revenues
. shared
Intere?}t f;rnmgs 4.4%
R Fund balance Motor vehicle
and fund excise tax
transfers 3.0%
4,2%
Outlays Concord Public
= Minuteman Schools (CPS)
Vocational Tech K-8
0.4% 36.5%

Joint accounts
(Town-CPS)

c .
14.4% \<

Concord-Carlisle

High School

Accounts not operations

voted by Town (CCRSD)

Meeting 17.2%
1.4% Town, CPS & Fown government
CCRSD depariments
debt exclusions 22.0%
8.1%




FY16 Adopted Budget
Education Share

Town Government operations _ $54,480 (a) $21,159,533 $21,214,013 =
Concord Public Schools $34,542,735 $34,542,735
CCRSD assessment, operations $16,556,221 $16,556,221
Joint accounts:

Group insurance $1,681,210 (b) $2,968,790 $4,650,000

Retirement (non- teacher) 930,183 (b) 2,289,807 $3,220,000

Debt Service - within levy limit 940,113 2,779,104 *+* $3,719,217

Debt Service - debt exclusions 4,004,377 ** 201,906 $4,206,283 =+

Soc. Security/Medicare 460,000 (b) 280,000 $740,000

Unemployment/Workers Comp 100,000 (b) 100,000 $200,000

Property & Liability insurance 0 225,600 $225,000

OPEB Trust - retiree health 644,149 (b) 1,130,851 $1,775,000
Minuteman High School {(est.) 407,041 $407,041
CCHS excluded debt 3,514,429 $3,514,429

TOTAL APPROPRIATED $63,834,948 $31,134,991 $94,969,939
Not appropriated:

State assessments (est.) $497,843

snow deficit (est.) $310,772

overlay for abatements and exemptions $543,663

$96,322,217

$63,834,948 $32,487,269

Notes:

(a) Police crossing guards
(b) Allocated pursuant to Memorandum of Agreement between Select Board, School Committee; Finance Commitiee
and Superintendent dated October 3, 1993, as required by State Dept, of Education for state reporting purposes.

*  Includes Articles 29 ; $1,500,000 from High School Debt Stabilization Fund.
**  Includes Art. 38: $100,000 Emergency Services Stabilization Fund.
#*  hcludes $3,000 amortized premium, Fund 20.
= Includes $114,217 Debt Refunding savings (May 2015 Bond issue) required to be levied in FY16 by DOR/DLS rules
but which wilt remain unexpended from the FY16 appropriation at June 30, 20186,

Concord Finance Department
Nov. 10, 2015
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LEVY LIMIT CALCULATIONS

IFY2014 Actual

3
$

69,911,104
1,747,778

71,658,882
1,220,624

72,879,506
4,801,422

77,680,928

[FY2015 Actual

$

$
$
$

72,879,506
2,462

1,822,049

74,704,017
835,489

75,539,516
5,444 595

80,984,111

FY2013 Levy Limit
plus 2 1/2%

New Growth jevy

FY2014 Levy Limit
FYZ2014 debt exclusion levy
Maximum sHowabie levy

Actual tax fevy
Unused Levy Limit

FY2014 Levy Limit

- FY2014 New Growth adjusiment

plus 2 1/2%

New Growth tevy

FY2015 Levy Limit

FY2015 debt exclusion levy
Maximum allowable levy

projected tax levy
Unused Levy Limit

[FY2016 Proposed

$
$

75,639,516
1,888,488

77,428,004
1,284,004

78,712,008
5,810,834

84,522,842

FY2015 Levy Limit

- plus 2 1/2%

estimated New Growih levy
FY2016 Projected Levy Limit

$74,135,633
$3,545,295

$77,341,746
3,642,365

FY2016 projected debt exclusion levy

Maximum allowable levy

projected tax levy
Unused Levy Limit

$81,319.009

3,203,743

Concord Finance Depariment
Nov. 8, 2015
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